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Guarding the Client's Interests 
WH A T transpired in connection with a recent engagement illustrates a type 
of opportunity which we have of serving 
clients beyond the mere routine of audit 
work. 
On a certain balance sheet audit at 
December 31, 1924, certain discoveries 
were made in connection with the verifi-
cation of bank balances, which, while 
proving not to indicate fraud, constituted 
sufficient grounds for taking the matter 
up with the client. About ten checks had 
been altered by erasure with respect to 
payee, or amount, or both. No attempt 
apparently had been made to conceal the 
alterations, since they were very conspicu-
ous. Al l endorsements appeared to be in 
order, as did the related cash book entries. 
A number of checks which had been paid 
by the bank in the usual course bore only 
one signature, instead of two, as required. 
One check bore no signature whatsoever. 
Not less than a dozen checks, while signed 
with the names of responsible officers of the 
company, had an initial under the signa-
tures, both names obviously having been 
signed by the same person, who, upon in-
vestigation, proved to be the senior book-
keeper. Inquiry at the bank developed 
the fact that the bookkeeper had power of 
attorney to sign for the two persons re-
ferred to. 
What took place following the discovery 
is best related in the words of the super-
vising accountant in reporting the incident: 
"I called at the bank in the company 
of Mr. (an officer of the company) 
and laid the facts before the cashier in the 
former's presence, pointing out the dangers 
involved and eliciting the cashier's assurance 
that the bank in future will insist upon thor-
ough regularity of the company's checks 
which may be presented. Mr. readily 
acknowledged his company's fault in the 
matter, and assured me that the steps re-
commended to protect its interests would be 
taken immediately." 
Academic discussion at times has ques-
tioned the propriety, where accountants are 
engaged to make an audit, of calling the 
attention of the client to dangerous situa-
tions of organization, routine, and internal 
check. Practical experience with matters of 
this kind demonstrates repeatedly that 
clients do not resent suggestions which will 
protect their interests, even though ac-
cording to some theory such procedure 
may fall without the scope of the en-
gagement. 
